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Febmary 1,2006

The Honorable Ann Kobayashi, Chair
City Council BudgetCommittee
City andCountyof Honolulu
Honolulu, Hawaii 96813 BY FACSIMILE c2’~-.c7as

DearChair Kobayashiand Council Members:

Subject: Testimony on Bill No. 12, Relatingto Limits on RealPropertyTaxation

My name is DeanUchida,ExecutiveDirector of the Land UseResearchFoundation of Hawaii

(LURF), testifying in regardto Bill No.12Relatingto Limits onRealProperty Taxation.

The purposeof Bill No.12is to establishanewway of settingreal property tax ratessothat
initially, the averagerealproperty taxbill for eachproperty, aswell asthe revenuesderivedfrom
eachclassof property,is unchangedfromyearto year, adjusting for inflation. This is to provide
greater stability in realpropertytaxesfor both propertyownersandthe City. Under the bill, the
Council establishestheprecedingyearasthe “base year”andwill showadjustmentsmadeto the
real property taxesbasedon theprecedingyear. Any changesgreater than io% or theestimated
inflation adjustmentwill requiremore discussionand public input. The Council and Mayor
reservethe right to proposedifferent rates.

As indicatedin ourprior testimony,wesupportthe intent of the Council’sactionsto providereal
property tax relief for theresidentsof Honolulu. Tax assessedvalues,over the lastthree year
periodhasgoneup over15% the firstyear, and over 20% the last two years, Without an
adjustment in the tax rate,propertyownerswill seea correspondingincreasein their real
propertytaxes.

Thisbill recognizesthat thetaxassessedreal propertyvaluesareareflection ofthe economy,and
go up and downwith themarket. The assessedvalues,simplyprovidesa mechanismfor
governmentto collectrevenuesto payforgovermnentservices.In verysimplisticterms,the
Mayor and Councilapprove a budgetwhich reflectsthe prioritiesofgovernmentservicesto be
provided. Thebulk olthe fundingfor theprogramsin thebudget is generatedfrom the revenues
collectedthroughrealpropertytaxes.

Bill No. 12 providesa“safetyvalue” to stabilizerealpropertytaxesfor residents.Webelievethat
the discussionmustalso involve not only how revenuesare generatedbutalso howthe revenues
are spent.The discussionshould focuson thebudgetprioritiesandtheappropriateor
proportionatesharethat eachclassshouldpaybasedon theservicesprovided.
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The following table iscompiled from datafrom theRealPropertyTaxDivision,City and County
ofHonolulu website. The revenuesarefor fiscalyear 2005-2006. Improved residentialand
apartmentscomprise90% of thetotalnumberofrecordsor parcels,yetaccountfor roughlyóo%
ofthe total real propertytaxrevenues. Commercial,IndustrialandHotel/Resortrepresent
5.75% ofthe total number ofrecordsor parcels,yetaccountfor 37.72% ofthe total realproperty
tax revenues. Whileit may appearthat improved residential andapartmentsaregettingabreak,
the reality is that thosecostsincurred by commercial,industrialand hotel/resortbusinessesare
passedon to the Honolulu consumer.Ultimately, residentspay.

Laud Use
Class

Residential
(Improved)

s�of
Records

% ofTotal
#of

Records

Rate
($)

•

Revenues
($)

% of
Total

a~%increase
($)in

Assessed
Value

148,402 56.54% $3.75 $256,782,2fl 4414% $32o,gfl,846

Apartment 94,61o — 36.04% ~7j $n5,646,221
Commercial
Industrial —

6,070 $11.37 $1o9,3~8,74o18.80% $1g6,&g8,a~~
.!m~ 9.72% -

~2~iL!~2tL._ 5,188 $11.37 $53,533,677 9.20% $66,917,097

Agricultural
Vacant
Agricultural_
Preservation

30
.88%
.oi%

.31%

$8.57
$8.57 $29o,24o

$3,475,134

1.08%
.05%

$7,884,132
$362,800

Soi $9.57 .o6% $4,343,918
Residential 748
~oved)__

.28% $5.72 $3,000,i85 .52% $3,750,2r32

Public Service 475 .iS% o
Total — S[z9~ $581,801,109 $727,251,389_

In aboomingand growingeconomy,it may be an opportune time to reassessour viewofthe role
ofgovernment Clearlydefiningourexpectationson the levelofgovernmentservicesprovided
at thecounty level allowsus to properly budget for theseservices.Reducingexpenseshopefully
movesustowardsareductionin taxes. Rightsizing governmentwhenthe economyis doing well
allows peoplewhowoth in programsthatmaynot be a priority at this time to secureemployment
elsewhere.With a 2.5 % unemploymentrate, peoplewith marketablesidils shouldfind
employmentopportunitiesquickly.

It isa time to think long-term by not only investingin infrastructurefor ourfuturebut “right-
sizing” governmentservicesat levelsthataresustainablein both goodandbad economictimes.

Thank you for this opportunityto expressour views.


